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TAX: GROSS INCOME TAX

TOPIC: CHANGE IN RATES FOR 1996

INCOME TAX RATES REDUCED
P.L. 1995, c.165, approved July 4, 1995, reduces the New Jersey Gross Income Tax rates for all taxpayers for
tax years 1996 and thereafter. When combined with the 5% rate reduction for all rate brackets enacted as P.L.
1994, c.2, and the additional 10%, 2.5% and 1% rate reductions (according to rate bracket) enacted as P.L.
1994, c.69, this new reduction results in cumulative tax rate decreases from the 1993 taxable year levels of
30%, 15% and 9%, depending on taxable income level.

The new rates for taxable years beginning on or after January 1, 1996 are as follows:

Filing Status Taxable Income Tax Rate

Married, Filing Joint Return $0 — $20,000 1.4%

or
$20,001 — $50,000 $280 plus 1.750% of the excess over $20,000

Head of Household
$50,001 — $70,000 $805 plus 2.450% of the excess over $50,000

or
$70,001 — $80,000 $1,295.50 plus 3.500% of the excess over $70,000

Qualifying Widow(er)
$80,001 —$150,000 $1,645 plus 5.525% of the excess over $80,000

Over $150,000 $5,512.50 plus 6.370% of the excess over
$150,000

Filing Status Taxable Income Tax Rate

Single $0 — $20,000 1.4%

or $20,001 — $35,000 $280 plus 1.750% of the excess over $20,000

Married, Filing
Separate Return

$35,001 — $40,000 $542.50 plus 3.500% of the excess over $35,000

and $40,001 — $75,000 $717.50 plus 5.525% of the excess over $40,000

Estates and Trusts Over $75,000 $2,651.25 plus 6.370% of the excess over $75,000
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CUMULATIVE RATE REDUCTION
For tax years 1994 and 1995, New Jersey individual income tax rates were reduced by a total of 15%, 7.5%
and 6% depending on the taxpayer’s rate bracket. Rates have been reduced again for taxable years 1996 and
thereafter. The cumulative decreases in New Jersey income tax rates from their 1993 levels are shown below.

Filing Status: Married, Filing Joint Return
Head of Household*
Qualifying Widow(er)

Filing Status: Single or
Married, Filing Separate Return

and
Estates and Trusts

Taxable
Income

% Change
Income Tax Rates

1993–1996
Taxable
Income

% Change
Income Tax Rates

1993–1996

$0 — $80,000 –30% $0 — $40,000 –30%
$80,001 — $150,000 –15% $40,001 — $75,000 –15%
Over $150,000 –9% Over $75,000 –9%

* Nonresident aliens who otherwise meet the requirements may file as Head of Household for New
Jersey purposes, even though they are unable to claim that status for Federal purposes.

The following tables illustrate the effect of the rate reduction on the amount of tax due:

Married, Filing Joint Return, Head of Household, Qualifying Widow(er)

Taxable
Income

Tax
1993 1994 1995 1996

$ 52,000 $1,220.00 $1,159.00 $1,037.00 $   854.00
85,000 2,675.00 2,541.25 2,298.15 1,921.25

175,000 8,650.00 8,217.50 7,851.60 7,105.00

Single, Married Filing Separate Return & Estates and Trusts

Taxable
Income

Tax
1993 1994 1995 1996

$33,000 $ 725.00 $ 688.75 $ 616.25 $ 507.50
45,000 1,350.00 1,282.50 1,171.90 993.75
82,000 3,790.00 3,600.50 3,436.40 3,097.15

Estimated Tax Payments
Any individual (resident or nonresident) who expects their New Jersey income tax liability to be more than
$100, after subtracting withholdings and credits, must make New Jersey estimated tax payments using Form
NJ-1040-ES. Taxpayers should take the new income tax rates into account when calculating the amount of
their estimated tax payments for 1996. Estates and trusts are not required to make New Jersey estimated tax
payments.
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Withholding Rates
Because of the reduction in tax rates for taxable years beginning on or after January 1, 1996, new
withholding tables will be required. Revised withholding tables will be mailed to employers when available.

F o r  m o r e  i n f o r m a t i o n ,  c o n t a c t  t h e  D i v i s i o n ’ s  T a x  H o t l i n e  a t  6 0 9 - 5 8 8 - 2 2 0 0  o r  w r i t e  t o  t h e
D i v i s i o n  o f  T a x a t i o n ,  T a x p a y e r  S e r v i c e s  B r a n c h ,  O f f i c e  o f  C o m m u n i c a t i o n ,  C N  2 8 1 ,  T r e n t o n ,
N J  0 8 6 4 6 - 0 2 8 1 .  M a n y  c o m m o n l y  u s e d  S t a t e  t a x  f o r m s  a r e  n o w  a v a i l a b l e  b y  f a x  t h r o u g h  t h e
D i v i s i o n ’ s  N J  T a x F a x  s e r v i c e .  C a l l  N J  T a x F a x  f r o m  y o u r  f a x  m a c h i n e  a t  6 0 9 - 5 8 8 - 4 5 0 0  t o
ob ta in  t he  f o rm  you  need  o r  a  l i s t  o f  ava i l ab l e  f o rms .  The  f o rm(s )  r e f e renced  i n  t h i s  bu l l e t i n
may not  be currently available.


